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nhile@orrick.com
PATRICK B. BOCASH (STATE BAR NO. 262763)
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ORRICK, HERRINGTON & SUTCLIFFE LLP
400 Capitol Mall, Suite 3000
Sacramento, California 95814-4497
Telephone: +1-916-447-9200
Facsimile: +1-916-329-4900

Attorneys for Debtor
City of Stockton

UNITED STATES BANKRUPTCY COURT

EASTERN DISTRICT OF CALIFORNIA

SACRAMENTO DIVISION

In re:

CITY OF STOCKTON, CALIFORNIA,

Debtor.

Case No. 2012-32118

D.C. No. OHS-15

Chapter 9

DECLARATION OF ANN GOODRICH
IN SUPPORT OF CITY’S
SUPPLEMENTAL MEMORANDUM
OF LAW IN SUPPORT OF
CONFIRMATION OF FIRST
AMENDED PLAN FOR THE
ADJUSTMENT OF DEBTS OF CITY
OF STOCKTON, CALIFORNIA
(NOVEMBER 15, 2013)1

Date: May 12, 2014
Time: 9:30 a.m.
Dept: Courtroom 35
Judge: Hon. Christopher M. Klein

1 Paragraph 13 of the Order Modifying Order Governing The Disclosure And Use Of Discovery Information And
Scheduling Dates Related To The Trial In The Adversary Proceeding And Any Evidentiary Hearing Regarding
Confirmation Of Proposed Plan Of Adjustment (Dkt. No. 1242, modifying Dkt. No. 1224) contemplates that the
Parties will submit direct testimony declarations for their respective witnesses by April 21, 2014. Accordingly, the
declarations submitted in support of this Supplemental Memorandum do not contain all of the information and do not
attach all of the evidence that will be included in the direct testimony declarations that will be filed on April 21.
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I, Ann Goodrich, hereby declare:

1. I am a consultant and labor relations project manager retained by the City of

Stockton, California (“the City”) since January 9, 2011. In my capacity as the City’s labor

relations project manager, I coordinate the City’s labor negotiations with all of its employee

groups and prepare recommendations for the City regarding its negotiations. I make this

declaration in support of the City of Stockton, California’s (“the City”) Supplemental

Memorandum Of Law In Support Of Confirmation Of First Amended Plan For The Adjustment

Of Debts Of City Of Stockton, California (November 15, 2013).

2. I am affiliated with the firm of Renne Sloan Holtzman Sakai LLP as a Managing

Consultant. Before this affiliation, I was an independent human resources and labor relations

consultant. I also served for 29 years as Human Resources Director in the counties of El Dorado,

Sonoma, and Santa Barbara.

The City’s Settlement With The Stockton Police Officers Association

3. As the City’s labor relations project manager, I was extensively involved in both

the AB 506 mediation process and the mediation process conducted by Judge Elizabeth Perris,

particularly as regards negotiations between the City and its nine labor associations and between

the City and its retirees, as represented first by the Association of Retired Employees of the City

of Stockton (“ARECOS”) and then by the Retirees Committee.2 As I testified in my previous

declarations [Dkt. Nos. 20, 451, and 716], the City, partly as a result of these mediations, reached

agreements on new collective bargaining agreements with all nine of its employee groups. The

City resolved the claims of eight of these groups during the AB 506 mediation process. Of these

eight, seven got nothing on account of their claims, and one got time off.

4. The City’s memorandum of understanding (“MOU”) with the ninth employee

group, the Stockton Police Officers Association (“SPOA”), was approved by the City Council on

December 11, 2012 after having been ratified by the members of SPOA. A true and correct copy

2 Capitalized terms used but not defined herein have the meaning ascribed to them in the First Amended Plan for the
Adjustment of Debts of City of Stockton, California (November 15, 2013) [Dkt. No. 1204].
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of the SPOA MOU is attached hereto as Exhibit A. The SPOA MOU is the product of arduous

negotiation mediated by Judge Perris.

5. The SPOA MOU resolved the disputed issue of what claims SPOA members hold

against the City. The SPOA asserted that its members have claims in the City’s bankruptcy case

relating to the City’s modification of its 2009 MOU (pursuant to Declarations of Fiscal

Emergency beginning on or about May 26, 2010 and continuing in effect thereafter) and in

connection with the treatment of the SPOA and its members under the Pendency Plan. As

discussed on page 55 of Exhibit A, SPOA alleges that these claims total more than $13 million.

The City disputes these claims, and asserts that, if the claims were allowed, they would be

allowed in an amount less than $13 million. In consideration of resolving their disagreement

regarding this issue, the City, pursuant to the MOU, agreed that these claims will be deemed

allowed in the bankruptcy case in the aggregate amount of $8.5 million and will credit 22

additional hours of paid leave in fiscal year (“FY”) 2012-13 to SPOA members who were

employed during FY 2010-2011 and/or 2011-2012 and who were currently employed at the time

of ratification of the MOU. The MOU further deems that the claims of SPOA members shall be

satisfied under the Plan by crediting SPOA members employed during FY 2010-2011 and/or FY

2011-2012 11 additional paid leave hours in the fiscal year of approval of the Plan and 11

additional paid leave hours in the fiscal year after approval of the Plan. This benefit shall only

apply to those employees who were employed during some portion of the period July 1, 2010 and

July 1, 2012 and who are current employees as of the date the Plan is approved by the Bankruptcy

Court.

6. Thus, the MOU provides each eligible SPOA member with 44 hours of additional

paid leave time through FY 2014-15. The additional paid leave hours have no cash value and are

lost if not used during employment. Pursuant to the MOU, the provision of these hours shall be

the sole compensation for the claims of SPOA and its members. The additional 22 hours

additional paid leave credit in the fiscal year of approval of the Plan and the following fiscal year

are contingent upon confirmation of the Plan and on the Plan becoming effective. The City will
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honor the SPOA Claims held by SPOA members on the terms and conditions set forth in the

SPOA MOU.

The Retiree Health Benefit Claims Settlement

7. During the better economic times of the 1990s and 2000s, the City approved labor

contracts that greatly expanded its retiree health insurance commitments by promising life-time

retiree health benefits for a City retiree and one dependent without imposing any minimum

service requirements. As Teresia Zadroga-Haase testified in her first declaration in support of the

City’s eligibility for bankruptcy relief [Dkt. No. 21], the retiree health benefits promised in these

agreements were generally uncapped. The total cost to the City of these benefits, over the course

of their lifetime, were estimated by the Segal Company (“Segal”), outside consultants to the City,

to be approximately $545 million as of the date of the filing of the Plan. See City’s Amended List

Of Creditors And Claims Pursuant To §§ 924 And 925 (Retiree Health Benefit Claims) [Dkt. No.

1150], p. 28.

8. As a result of the agreements with the nine employee organizations reached as part

of the AB 506 process and the court-ordered mediation process, the City’s current employees

gave up their rights to all future retiree medical benefits.

9. After the petition date, the City reduced and then eliminated its contribution to

health benefit payments for the approximately 1,100 Retiree Health Benefit Claimants. ARECOS

filed a class action adversary proceeding against the City on July 10, 2012 for breach of the

Retiree Health Benefit Claimants’ vested contractual rights to lifetime health benefits. The Court

dismissed the ARECOS suit, advising the retirees to prosecute their claims through the

bankruptcy case.

10. The City and the Retirees Committee subsequently entered into extensive

mediations refereed by Judge Perris. Judge Perris’ mediation proved successful, and the City and

the Committee entered into a settlement resolving the Retiree Health Benefit Claims. Under the

settlement, the City will pay the Retiree Health Benefit Claimants $5.1 million in full satisfaction

of the Retiree Health Benefit Claims. The terms of the City’s settlement with the Committee are

incorporated into the Plan.
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